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Independent Auditor’s Report

To the Board of Directors
The Einstein Group, Inc.
New Orleans, Louisiana

Report on the Financial Statements
We have audited the accompanying financial statements of The Einstein Group, Inc., d/b/a
Einstein Charter School (the School), which comprise the statement of financial position as of

June 30, 2017, the related statements of activities and cash flows for the year then ended, and

the related notes to the financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant

to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor’s

judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the School as of June 30, 2017, and the changes in its net assets and
its cash flows for the year then ended, in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of board of directors and the schedule of compensation, benefits, and
other payments to agency head or chief executive officer are presented for purposes of
additional analysis and are not a required part of the financial statements. The accompanying
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is also
not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

The performance and statistical data, included as schedules 1 through 9, is not a required
part of the basic financial statements, but is supplementary information required by Louisiana
State Law. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. We have applied certain limited procedures, which are described in the
Independent Accountant’s Report on Applying Agreed-Upon Procedures. However, we did not
audit this information and, accordingly, express no opinion on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 18, 2017, on our consideration of the School's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the School’s internal control over financial
reporting and compliance.

Dé]ooi
A Professional Accounting Corporation

Covington, LA
September 18, 2017



THE EINSTEIN GROUP, INC.

D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA
Statement of Financial Position
June 30, 2017

Assets
Current Assets
Cash and Cash Equivalents $ 4,068,581
Grants Receivable 2,110,248
Total Current Assets 6,178,829

Fixed Assets

Furniture and Equipment 388,750
Accumulated Depreciation (345,046)
Total Fixed Assets, Net 43,704
Total Assets $ 6,222,533

Liabilities and Net Assets
Current Liabilities

Accounts Payable $ 8,437
Accrued Liabilities 843,891
Total Current Liabilities 852,328

Net Assets
Unrestricted 5,370,205
Total Net Assets 5,370,205
Total Liabilities and Net Assets $ 6,222,533

The accompanying hotes are an integral part of these financial statements.



THE EINSTEIN GROUP, INC.

D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA
Statement of Activities

For the Year Ended June 30, 2017

Temporarily
Unrestricted Restricted Total
Revenue, Grants, and Other Support
State Public School Funding $ 12470276 3 - $ 12,470,276
Federal Grants
|Grants for Education 3,499,211 - 3,499,211
School Food Service Revenue 905,099 - 905,099
Other Grants and Contributions 1,350,550 - 1,350,550
Total Revenue, Grants, and Other Support 18,225,136 - 18,225,136
Expenses
Program Services
Regular Education Programs 6,901,649 - 6,901,649
Special Education Programs 963,651 - 963,651
Career and Technical Education Programs 48,626 - 48,626
Special Programs 1,848,518 - 1,848,518
Other Instructional Programs 856,478 - 856,478
Pupil Support Services 866,818 - 866,818
Instructional Staff Services 420,679 - 420,679
School Administration 2,183,651 - 2,183,651
Operation and Maintenance 1,493,882 - 1,493,882
Student Transportation Services 34,389 - 34,389
Food Service 843,441 - 843,441
Depreciation 26,216 - 26,216
Management and General
General Administration 224,080 - 224,080
Business Services 418,532 - 418,532
Central Services 902,774 - 902,774
Total Expenses 18,033,384 - 18,033,384
Change in Net Assets 191,752 - 191,752
Net Assets, Beginning of Year 5,178,453 - 5,178,453
Net Assets, End of Year $ 5370205 $ - $ 5,370,205

The accompanying hotes are an integral part of these financial statements.



THE EINSTEIN GROUP, INC.

D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA
Statement of Cash Flows

For the Year Ended June 30, 2017

Cash Flows from Operating Activities
Change in Net Assets $ 191,752
Adjustments to Reconcile Change in Net Assets to
Net Cash Used in Operating Activities

Depreciation 26,216

Increase in Grants Receivable (1,382,002)
Increase in Accrued Liabilities 499 410

Decrease in Accounts Payable (83,178)

Total Adjustments (939,554)

Net Cash Used in Operating Activities (747,802)

Net Decrease in Cash and Cash Equivalents (747,802)
Cash and Cash Equivalents, Beginning of Year 4,816,383
Cash and Cash Equivalents, End of Year $ 4,068,581

The accompanying hotes are an integral part of these financial statements.



THE EINSTEIN GROUP, INC.
D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies

The Einstein Group, Inc. (the Corporation) was created as a non-profit corporation under
the laws of the State of Louisiana on January 27, 2004. The Corporation applied to the
Orleans Parish School Board to operate a Type 1 charter school. The Corporation does
business as Einstein Charter School (the School). On March 21, 2005, the Orleans
Parish School Board approved the charter of The Einstein Group, Inc. to create the
Einstein Charter School. In July 2011, the School received a 6-year extension of the
charter. The School serves eligible students in pre-kindergarten through eighth grade.

During the year ended June 30, 2013, the School amended its charter agreement to
include two locations. This was due to the School taking over the operations of a nearby
charter school location. Effective July 1, 2013, the Corporation began operations of the
new campus.

During the year ended June 30, 2015, the School amended its charter agreement to add
high school grades 9 - 12. This was due to the School taking over the operations of a
nearby charter school location. Effective July 1, 2015, the Corporation began operations
of a middle school at the new campus. Effective August 2016, the Corporation began
operations of a high school at that same location.

The School leases its campuses rent free from the Louisiana Recovery School District.

A summary of the School's significant accounting policies consistently applied in the
preparation of the accompanying financial statements follows.

Financial Statement Presentation

The School follows the guidance of the Not-for-Profit Entities Topic of the Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC). The
School is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted, temporarily restricted, and
permanently restricted. In addition, the School is required to present a statement of
cash flows.

The School also follows the guidance of the Not-for-Profit Entities Topic of the
FASB ASC, whereby contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted support depending on the existence and/or nature
of any donor restrictions. Restricted net assets are reclassified to unrestricted net
assets upon satisfaction of the donor-imposed time or purpose restrictions. Restricted
contributions, for which the restriction is met in the same year, are classified as
unrestricted.



THE EINSTEIN GROUP, INC.
D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA

Notes to Financial Statements

Note 1.

Summary of Significant Accounting Policies (Continued)

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the
accounts and reported on the financial statements. The financial statements of the
School are prepared on the accrual basis of accounting, whereby revenues are
recognized when earned and expenses are recoghized when incurred.

Revenues

The School’s primary source of funding is through the State Public School Funding and
the Orleans Parish School Board (the School Board) which made up 79% of its funding.
State and federal grants are on a cost reimbursement basis. An accrual is made when
eligible expenses are incurred.

Fixed Assets and Depreciation

Fixed assets are recorded at historical cost or estimated historical cost if historical cost is
not available. Betterments that naturally add to the value of related assets or materially
extend the useful lives of assets are capitalized. Normal building maintenance and
minor equipment purchases are included as expenses of the School.

Income Taxes

The School is exempt from federal income tax under Section 501(¢c)(3) of the Internal
Revenue Code. However, income from certain activities not directly related to the
School's tax-exempt purpose is subject to taxation as unrelated business income.

Statement of Cash Flows
For purposes of the statement of cash flows, the School considers all investments
purchased with an original maturity of three months or less to be cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Concentrations

The School received 79% of its revenues in the year ended June 30, 2017, from the
State Public School Funding and the Orleans Parish School Board, subject to its charter
school contract with the School Board, and 21% of its funding from the federal
government.

As noted earlier, the School is leasing its buildings from the Louisiana Recovery
School District rent free. Should these leases not be extended further, it would have an
unfavorable impact to the School.



THE EINSTEIN GROUP, INC.
D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA

Notes to Financial Statements

Note 2. Cash and Cash Equivalents

The School's cash and cash equivalents (book balances) at June 30, 2017, were
$4,068,581, which are stated at cost and approximate market.

Note 3. Restriction on Assets

Temporarily restricted net assets are restricted by donors for specific programs,
purposes, or to assist specific departments of the School. These restrictions are
considered to expire when payments for restricted purposes are made. None of the
temporarily restricted net assets are time-restricted by donors. At June 30, 2017, the
School had no temporarily restricted net assets.

Note 4. Grants Receivable

As of June 30, 2017, grants receivable totaled $2,110,248, which is a combination of
state and federal grants. The grants receivable balance is considered to be fully
collectible.

Note 5. Fixed Assets

Depreciation expense for the year ended June 30, 2017, was $26,216. Depreciation is
calculated using the straight-line method with useful lives of 5 years.

All assets acquired with Louisiana Department of Education funds are owned by the
School while used in the purpose for which they were purchased. The Louisiana
Department of Education, however, has a reversionary interest in these assets. Should
the charter not be renewed, title in any assets purchased with those funds will transfer to
the appropriate agency.

Note 6. Accrued Liabilities
As of June 30, 2017, the School has recorded accrued liabilities of $843,891. The entire
amount is for employee salaries and other related employee benefits.

Note 7. Line of Credit
The School has a $500,000 unsecured line of credit with a 3.25% interest rate that

expires July 8, 2017. There were no borrowings outstanding against the line of credit at
June 30, 2017.



THE EINSTEIN GROUP, INC.
D/B/A EINSTEIN CHARTER SCHOOL
NEW ORLEANS, LOUISIANA

Notes to Financial Statements

Note 8. Retirement Plan

Certain employees of the School participate in the Teachers’ Retirement System of
Louisiana (TRSL). The TRSL is a cost-sharing, multiple-employer defined benefit
pension plan administered by a separate board of trustees. Pertinent information
relative to the plan follows.

Plan Description

The TRSL provides retirement benefits as well as disability and survivor benefits. Ten
years of service credit are required to become vested for retirement benefits, and five
years to become vested for disability and survivor benefits. Benefits are established and
amended by state statute. At June 30, 2016, the TRSL was 59.9% funded. The TRSL
issues a publicly available financial report that includes financial statements and required
supplementary information for the TRSL. That report may be obtained by writing to the
Teachers’ Retirement System of Louisiana, P.O. Box 94123, Baton Rouge, LA 70804-
9123.

Funding Policy

Plan members are required to contribute 8% of their annual covered salary. The School
is required to contribute at an actuarially determined rate. During the year ended
June 30, 2017, the employer contribution rate was 25.5%. Member contributions and
employer contributions for the TRSL are established by state law, and rates are
established by the Public Retirement System’s Actuarial Committee. The School's
contribution to the plan for the years ended June 30, 2017, 2016, and 2015, was
$2,323,350, $1,847,613, and $1,458,598, respectively, which was equal to the required
contribution.

Note 9. Uncertain Income Taxes

Accounting principles generally accepted in the United States of America provide
accounting and disclosure guidance about positions taken by an entity in its tax returns
that might be uncertain. The School believes that it has appropriate support for any tax
positions taken and, as such, does not have any uncertain tax positions that are material
to the financial statements.

Penalties and interest assessed by income taxing authorities, if any, would be included
in general administration expenses.

Note 10. Subsequent Events

Management has evaluated subsequent events through the date that the financial
statements were available to be issued, September 18, 2017, and determined that no
events occurred that require disclosure. No subsequent events occurring after this date
have been evaluated for inclusion in these financial statements.
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INDEPENDENT ACCOUNTANT’S REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Board of Directors
The Einstein Group, Inc.
New Orleans, Louisiana

We have performed the procedures included in the Louisiana Governmental Audit Guide and
enumerated below, which were agreed to by the management of The Einstein Group, Inc., d/b/a
Einstein Charter School (the School), the Louisiana Department of Education, and the Louisiana
Legislative Auditor (the specified parties), on the performance and statistical data accompanying
the annual financial statements of The Einstein Group, Inc. for the fiscal year ended
June 30, 2017, and to determine whether the specified schedules are free of obvious errors
and omissions as provided by the Board of Elementary and Secondary Education (BESE)
Bulletin__, in compliance with Louisiana Revised Statute 24:514-1. Management of The
Einstein Group, Inc. is responsible for its performance and statistical data. The sufficiency of
these procedures is solely the responsibility of the specified parties. Consequently, we make no
representation regarding the sufficiency of the procedures enumerated below either for the
purpose for which this report has been requested or for any other purpose.

The procedures and associated findings are as follows:

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources

(Schedule 1)

1. We selected a random sample of 25 transactions and reviewed supporting
documentation to determine if the sampled expenditures/revenues are classified
correctly and are reported in the proper amounts for each of the following amounts
reported on the schedule:

Total General Fund Instructional Expenditures

Total General Fund Equipment Expenditures

Total Local Taxation Revenue

Total Local Earnings on Investment in Real Property
Total State Revenue in Lieu of Taxes

Nonpublic Textbook Revenue

Nonpublic Transportation Revenue

Findings:

None
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Education Levels of Public School Staff (Schedule 2)

2.

We reconciled the total number of full time classroom teachers per the schedule
“Experience of Public Principals, Assistant Principals, and Full Time Classroom
Teachers” (Schedule 4) to the combined total number of full time classroom teachers per
this schedule and to School supporting payroll records as of October 1.

We reconciled the combined total of principals and assistant principals per the schedule
“Experience of Public Principals, Assistant Principals, and Full Time Classroom
Teachers” (Schedule 4) to the combined total of principals and assistant principals per
this schedule.

We obtained a list of full time teachers, principals, and assistant principals by
classification as of October 1% and as reported on the schedule. We traced 25 of the
teachers to the individual's personnel file to determine if the individual’s education level
was properly classified on the schedule.

Findings:

None

Number and Type of Public Schools (Schedule 3)

5. We obtained a list of schools by type as reported on the schedule. We compared the
list to the schools and grade levels as reported on the Title | Grants to Local Educational
Agencies (CFDA 84.010) application and/or the National School Lunch Program (CFDA
10.555) application.

Findings:

None

Experience of Public Principals, Assistant Principals, and Full Time Classroom Teachers

(Schedule 4)

6.

We obtained a list of principals, assistant principals, and full time classroom teachers by
classification as of October 1* and as reported on the schedule and traced the same
sample used in procedure 4 to the individual’'s personnel file and determined if the
individual’s experience was propetly classified on the schedule.

Findings:

None
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